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DISCUSSION 

THE ACQUISITION OF PRIVATE WATER PLANTS 
BY MUNICIPALITIES 1 

By B. M. Wagner 

Mr. Edward Wegmann: This paper is an excellent one. While 
most of the facts are known to people who have studied the subject, 
it would be very interesting if there were a bibliography of all the 
articles that have been written on the subject of valuation. Re- 
cently the speaker had occasion to make a valuation of six water 
plants that the city of New York is about to acquire, and the rule 
given by the corporation counsel was to find the reproduction value 
minus depreciation. In doing this it was not a question of one man's 
opinion, but the superintendents of at least five of these companies 
carefully went into the matter and gave their ideas. The object 
was to get a valuation that was not the opinion of either party, but 
would give the Board of Estimate and Apportionment an idea of 
how much it would have to pay for these water plants. 

Of course the original and present cost is easily found by the cor- 
respondence, but the difficult thing is to find the depreciation, and 
this is a matter that no living person can accurately tell. It is simply 
a matter of opinion and judgment. 

Take the important matter of the life of cast iron pipes, you find 
in New York City pipes that were laid prior to 1842 that are not 
coated and yet are in almost as good condition as some of the modern 
coated pipe. These pipes were made of imported Scotch pig and 
are 70 years old and still in service. The speaker's first assumption 
as to the life of pipe was an average of one hundred years. We have 
pipes along the river front that will not last thirty years. The chief 
engineer of the Board of Estimate and Apportionment limited the 
life to seventy-five years; the five superintendents referred to all 
thought one hundred years was fair; but they all considered that 
seventy-five years was not a fair assumption. 
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Now with reference to the item of steam pumps, a steam pump 
that is kept in good order and has been in service perhaps only three 
or four years, is, usually, in better condition than the day it was 
first installed. The way we finally figured that was to allow no 
depreciation for five years where the engine had been in moderate 
use and kept in prime condition, and thereafter to make a deprecia- 
tion of 3 per cent per annum, placing the life of the pump at 38 
years. Now those steam engines have been in service over seventy 
years in certain cases; but when you take the element of obsolescence 
into account it is a very grave question whether it would not have 
been better to have replaced the pumps long ago. 

Then comes the question of the life of a hydrant. Of course we 
all know that hydrants have been made that remained in service 
forty years; but we finally arrived at a fair average of twenty-five 
years. 

And so on down the line. These figures are not the judgment of the 
speaker alone, but were made in cooperation with those other men. 

The value of every size of pipe from 4 inches to 36 inches was taken 
into consideration, and it might be interesting to add a little synop- 
sis of those figures. It is a matter of opinion, and of course all will 
not agree. The value of a man's opinion is based upon his experi- 
ence. However, it may be stated that those companies were very 
well satisfied with the general result. The president of the largest 
company, after having had two other estimates made, found that they 
varied only 1 per cent. The city did not intend to pay for those 
things now and was not trying to cut down every item, but was 
trying to arrive at a fair valuation for everything from a steam 
gauge to a 10,000,000 gallon pump, to put a fair value on it and 
include a fair depreciation. Mr. Wagner's paper gives the general 
principles on which this is done very admirably. This question of 
reproduction value, of course, is only one of the things that the 
company must consider. They must consider the original cost and 
the market value on the books and submit to the Court the differ- 
ent ways of looking at it. The final judgment, of course, rests with 
the Court. It would be interesting to hear what some of the mem- 
bers here think about the average life of pipe and the life of steam 
pumps in ordinary practice. 

Mr. John M. Diven: In the opinion of the speaker the hydrants 
that were put upon the market over forty years ago are doing as 
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good service now as they ever did. In Troy we have pipe that was 
laid in 1833, over 80 years ago. We had occasion to make a six- 
inch tap on one of these old pipes, and found it to be in good condi- 
tion and its carrying capacity very little curtailed by age. As to 
pumping machinery, it is doubtful if a pump is ever worn out, be- 
cause almost always its capacity is outgrown before it wears out. 
The speaker does not recall any pump that was ever thrown out 
because it was worn out, but knows hundreds that were thrown out 
because their capacity was exceeded. 

Mr. William H. Henby: Will Mr. Wegmann please state in 
regard to the acquisition of these plants what consideration was given 
to private rights of way that have been secured by a holding company, 
private rights of way or easements that have been acquired. 

Mb. Edward Wegmann: That question has been raised and the 
value of the real estate determined by the comptroller of the city 
of New York, in a case in which the speaker was concerned. The 
only thing that we were asked to figure on was the physical plant. 
That question was not brought up by any superintendent, and in 
fact our tendency was to rather make the estimate large than small, 
so as to cover omissions that would be brought up in the final taking 
over of the plant. New York is going to pay for those works, 
but at the final finding items will be brought up that we overlooked, 
but everything almost that you could name in the line of water works, 
from a pressure gauge to a 10,000,000 gallon pump is included in 
that estimate. 



